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THE WHITE HOUSE

a

WASHINGTON

June 17, 1985

SECRET/WITH
TOP _SECRET ATTACHMENT

MEMORANDUM FOR THE HONORABLE GEORGE P. SHULTZ
The Secretary of State

THE HONORABLE CASPAR W. WEINBERGER
The Secretary of Defense

SUBJECT: U.S. Policy Toward Iran (S)

The Director of Central Intelligence has just distributed an SNIE
on "Iran: Prospects for Near-Term Instability", which I hope you
have received. This SNIE makes clear that instability in Iran is
accelerating, with potentially momentous consequences for U.S.
Strategic interests. It seems sensible to ask whether our
current policy toward Iran is adequate to achieve our interests.
My staff has prepared a draft NSDD (Tab A) which can serve to
stimulate our thinking on U.S. policy toward Iran. I would
appreciate your reviewing the draft on an eyes only basis and
providing me with your comments angd suggestions. I am concerned
about the possibility of leakage should we decide not to pursue
this change in policy with the President. 1If you feel that we
should consider this change, then I would refer the paper to the
SIG(FP) in preparation for an NSPG meeting with the President.

(s)

Robert C. McFarlane
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NATIONAL SECURITY DECISION .
DIRECTIVE :

U.S. Policy Toward Iran

Dynamic political evolution is taking place inside Iran.
Instability caused by the pressures of the Irag-Iran war,
eéconomic deterioration and regime infighting create the potential
for major changes in Iran. The Soviet Union is better positioned
than the U.S. to exploit and benefit from any power struggle that
results in changes in the Iranian regime, as well as increasing
socio-political pPressures. 1In this environment, the emergence of
@ regime more compatible with American and Western interests is
unlikely. Soviet success in taking advantage of the emerging
power struggle to insinuate itself in Iran would;change‘the : A
strategic balance in the area. T i i Arabia
wQuld adjust their polici digglxL_gggg_;;kg;x_;g_;hg
detriment of 1. S Snterests, While we pursue a number of broad,
long=term goals, our pPrimary short-term challenge must be to
block Moscow's efforts to increase Soviet influence (now and
after the death of Khomeini). This will require an active ang
sustzined program to build both our leverage and our .
understanding of the internal situation so as to enable us to
eéxert & creater and more constructive influence over Iranian -
politics. We must improve our ability to protect our interests
durinc the £trvggle for suvccession. :

U.&. Intercests and ‘Goals

The mi:: immedizte U.S. interests include_:

(1) Prevernting the disintegration of Iran and Preserving it as
an incdeperdent strategic buffer which separates the Soviet
Unior: {rom the Persian Gulf;

(2) Liriting the scope and opportunity for Soviet actions in
iran, while positioning ourselves to cope with the changing
Irznian internal situation; -

(3) Maintaining access to Persian Gulf o0il ang ensuring
unimpeded transit of the Strait of Hormuz; ang

(4) An end to the Iranian government's sponsorship of terrorism,
and its attempts to destabilize the governments of other
regional states.
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We also seek other broad and important, if less immediately
urgent, goals. B

(1) Iran's resumption of a moderate and constructive role as a
member respectively of the hon=-communist political
community, of its region, and of the world pPetroleum
economy; '

(2) continued Iranian resistance to the expansion of Soviet

: pPower in general, and to the Soviet occupation of
Afghanistan in Particular;

(3) an early end to the Iran-Iraq war which is not mediated by

the Soviet Union and which does not'fundamentally alter the

balance of power in the region; '

(4) elimination of Iran's flagrant abuses of human rights;

(5) movement toward eventual normalization of U.S.-Iranian
diplomatic consular and cultural relations, and bilateral
trade/commercial activities;

(6) Aresolution of American legal and financial claims through
the Hague Tribunal; and

(7) Iranian moderation on OPEC pricing policv.

‘Many of our interests will be difficult to achieve. But given
the rapidity with which events are moving, an¢ the magnitude of
the stakes, it is clear that urgent new efforic ire reguired. 1In
moving forward, we must be especially carefui tgo bzlance our
evolving relationship with Irag in a manner (-1 does not damage
the longer term pProspects for Iran. ‘

Present Iranian Political Environment

The Iranian leadership faces its most diificu.t challenges since
1981. The regime's popularity has declinec significantly in the
past six months, Primarily because of intensifieaq disillusionment
with a seemingly unending war, the continued imposition'of
Islamic social policies on a Population increasingly reluctant to
accept such harsh measures, and a faltering €cenomy brought on
Primarily by declining o0il revenues. The impect of these
Problems is intensified by the realization that Ayatollah
Khomeini's mental ang physical health is fragile, which in turn
casts a pall of uncertainty over the daily decision-making
process. '
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.Unless the acceleration of adverse military, political and
economic developments is reversed, the Khomeini regime will face
serious instability (i.e. repeated anti-regime demonstrations,:
strikes, assassination attempts, sabotage and other destabilizing
activities throughout, increasingly involving the lower classes).
This condition will sap officials' energies and government
resources, intensifying differences among Iranian leaders as the
government tries to avoid mistakes that would provoke popular
upheaval and threaten continued control. '

While it is impossible to predict the course of the emerging
power struggle, it is possible to discern several trends which
must be accounted for by U.S. policy. As domestic pressures
mount, decision-making is likely to be monopolized by individuals
representing the same unstable mix of radical, conservative and
ultra-conservative factions that now control the Iranian
government. The longer Khomeini lingers in power, the more
likely the power struggle will intensify, and the greater the
number of potential leaders who might affect the outcome of the
struggle. , : ' -

The ultimate strength of various clerical groups and the power
coalitions they may form are not known. However, the weaknesses
of various opposition groups -~ inside Iran and abroad -- are
.evident, especially the lack of a leader with sufficient stature
to rival Khomeini and his ideas. The most likely faction in a
power struggle to shift Iranian policy in directions more -
&cceptable to the West -- should their influence increase -- are
conservatives working from within the government against the
radiczls. Radicals within the regime, and the leftist
oppcsition, are the groups most likely to influence the course oi
events in weys inimical to Western interests.

The Iranien regular armed forces represent a potential source of
beth power anc inclinztion to move Iran back into a more .
pro-Western pocsiticn. Representatives of every faction inside
and outside the regime recognize the potential importance of the
militery and are cultivating contacts with these forces..
However, as long as the Army remains committed in the war with
Irag it will not be in a position to intervene in Tehran.

The other instrument of state power, the Revolutionary Guard, is
becoming increaringly fractured. It will probably come apecrt
folicwing Khomeini's death, and might even engage in a major
power struggle before then. 1In any scenario, the Guard will be
at the center of the power struggle.
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The Soviets are well aware of the evolving developments in Iran.
They will continue to apply carrot-and-stick incentives to Iran
in the hope of bringing Tehran to Moscow's terms for an improved
bilateral relationship that could serve as a basis for major
growth in Soviet influence in Iran. Moscow will clearly resist
any trend toward the restoration of a pro-Western Iranian
government., '

Despite strong clerical antipathy to Moscow and communism,
Tehran's leadership seems to have concluded that improvement of
relatio i i i i ian
ifteress. They do not seem interested in improving ties with us.
This Iranian assessment is probably based on Tehran's view of
what. Moscow can do for -- and against - Iran rather than on an
ideological preference to conduct relations with Moscow. The
USSR already has much leverage over Tehran -- in stark contrast

to the U.s.

Moscow views Iran as a key area of opportunity. The Soviets have
pushed Iran to halt attacks on the USSR in the Iranian media, to
cease aid to Afghan rebels, to permit the replacement of Soviet
diplomats expelled in May 1983, and to end the persecution of the
Tudeh Party. In return, Moscow is certain to offer economic and
technical assistance, and possibly even military equipment.

¥hile they have heretofore balked at providing major weapon

systems, the Soviets might relax their embargo if the right
Political opportunitiec presented themselves. While lioscow would
Erobably not act in & manner that severely disrupts ites relations
with Bzghdad, given Jrac's depencdency on the USSR for around

icroes equipmernt, loror . r.orsesses considerabie room for maneuver
i3 It scnger mojor Cpliince in Tehran for the estabiisiment of a
pceitiorn ol sicnifici:ii influence.

l.cscow may alsc pursuc ¢ Strategy based on support of separatist
wovemnents. The Soviet Unicn has had ample opportunity to
cultivate the ethnic ¢revps that cut across the Soviet-Iranian
rorder. Mecst ethnic ;¥cups are unlikely to challenge the central
ccvernment in Tehran. long as they fear severe reprisals. But
ir the areas of Irar edjacent to the Soviet border, the Soviets
can provide a security umbrella to protect rebellious ethnic
aroups from reprisals.

A I T BNY
" 1= 42

The U.S. pesition in Tehran is unlikely teo irprove vithiout a
m&jer change in ULS. pclicy. Thc chellenge ic the U.S. in ‘he
post-Khomeini period will be severe. Any successor regime will
Probably seize power in the name of Islam and the revolution and
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can be expected to have a built-in anti-American bias. A more
‘conservative regime, still Islamic, might lessen the emphasis on
revolution and terrorism and could move cautiously toward a more
correct relationship with the U.S. On the other hand, radical
forces will try to exacerbate anti-American feelings to
strengthen their own positions at the expense of the
conservatives.

Our leverage with Iran is sharply reduced by the current degree
of hostility that springs from the ideology of the radical
clergy, especially as it serves their foreign policy goals.
Moreover, the moderate and conservative elements of the clergy
may also share the radicals' belief that we are inveterately
hostile to the Islamic government, making accommodation with the
U.S. impossible. The clerical regime continues to believe that
the U.S. has not accepted the revolution and intends to reverse
the course of events and install a puppet government. This
perception has been reinforced by our restaration of diplomatic
relations with Iraq, efforts to cut the flow of arms to Iran, and
direct threats of military action in retaliation for
Iranian-inspired anti-U.S. terrorism.

U.S. Policy

. The dynamic political situation in Iran and the consequences for
U.S. interests of growing Soviet and radical influence, cormpel
the U.S. undertake a range of short- and long-terr initiat:ives
thet will enhance our leverage in Tehran, and, if possible
rininize that of the Soviets. Particular ziiention must he prid
. ¢ &veiding situations wvhich compel the irc:ians to turr tc i
Sovicets. Short-term measures should bc vaSertakey in & moraucr
thzt forestalls Soviet prospects and erherncces ouvr ability,
Cirectly and indirectly, to build U.S. a1 iestern inlivencc :
Iran to the meximum extent possible in il futurc. Plannina o
the following initiatives should therefore proceea on & fast &n
lenger-term track. The components of U.S. rolicy vwill ke <c:

é

(1) Encourage Western allies and friencs to help Irar meet its
import requirements so as to reduce the attractiveness of
Soviet assistance and trade offers, while demonstrating the
value of correct relations with the West. This includes
provision of selected military equipment as determined on a
case-byv-case basis.

(2) Strengthen our cooperation with friendly intelligence
services to improve our ability to act inside Iran,
especially to counter clandestine Soviet activities.
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{3) Increase contacts with allies and friends (U.K., France,

- Japan, etc.) on the evolution of the Iranian situation and
possible means for influencing the direction of change, and
be ready to communicate with Iran through these or other
countries (e.g. examine utility of asking the Japanese to
pass a message to Majlis Speaker Rafsanjani during his July
visit to Tokyo). :

(4) Take advantage of growing political fragmentation by:

‘- discreetly communicating our desire for correct
' relations to potentially receptive Iranian leaders;

- establishing links with clerical, Army, leftist and
Bazaar leaders; and

== providing support to elements opposed to Khomeini and
the radicals. ’ : -

(5) Avoid actions which could alienate groups potentially
receptive to improved U.S.-Iranian relations. ’

(6) Respond to Iranian-supported terrorism with military action
e against terrorist infrastructure.wa Glprm oy 00 &,\

(7) Enhance our effort to discredit Moscow's Islamic credentials
with a more vigorous VOA effort targeted on Iran. B

(€) Develop - action plen in support of the basic policy
ohjective, bcth for near-term contingencies (e.g. death of
rlicneini) as well acs the long-term rcstoration of U.S.
iniluence in Tehran. :

(¢) Vith respect to the Gulf war:

- Continuc to encourage third party initiatives to seek
er end to the var; '

== Increase military cooperation with Gulf Cooperation
Council ccuntries, and bolster U.S. military
capabilities in the Gulf area to enable CENTCOM to be
fully capable cf carrying cut its mission; and

-- Seek tc curb Iran's ccllzboratior with its radical
allies (i.e. Syria and Libya).

-hoke b Aeky o Ly 5 Wi o %t o O\/.’g
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